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, EXPLANATORY MEHORANDUM

‘T. GENERAL CONSIDERATIONS

ie,T ",f ”Thie proposal for a Difective‘ieya first sfep”towards harmonizing the
tax treatment of income which a final benefxciary rece1ves through the 1nterme~~v
g diary of g collective 1nvestment institution (CII)¢ One of the requirements of ~
V: a common market in whioh there is free movement of capital is that moves to ell-
. minate distortions in the field of dlrect taxation should -be extended to cover -

'an ares. as 1mportant as that of CIIs,,e'

Thls proposal is direotly based on the proposal for a D1rect1ve on
the harmonlzation of systems of company taxation (hereinafter referred to as the
’gCompany Taxation Dlrective) (1) to whlch 1t constltutes a neoessary ad;unct.

ff;f é;-’f; o The Company’ Taxation Inrectlve provides for the introductlon of a

T *partlal 1mputat10n mystem, and this makes harmonizatlon of tax arrangements
xapplying to CIIs a matter of partxcular urgency, The partial meutation system
"L~alleviates the 1mpact of economio double~taxat10n of dividends (flrstly, corpo~.-:
"ration tax on the profite distributed, and, secondly, tax on the dividends recei~
‘; ved by the shareholder) by giving back part of the corporatlon tax to the share-
_~holder in the form of a tax’ credit which is set off agalnst his pereonal tax,

'_e any exXcess’ being repaid to him. : ’

One of the reasons whioh led the Commlssion to choose thie systam was L
- the desire to eliminate tax obstaoles 1mpeding ‘investment on the Bhare market by

medium and emall savers (2), This ob;ective cannot be fully attained if the tax -
, - credit provided for in the partial imputation system is granted only to direct |
B shareholdere and not to partioipants-in CIIs. This is becauee ‘many medlum and

;(1) Proposal for a Directive of the Gounoil ooncerning the harmoniZatlon of '
-sysiems of company taxatior and of withholding taxes on dividends, submxtted o
to the Council on 1 August 1975 - 0F No 253 of 5 November 1975 - ‘

’ (2) Se: :h;lproposal ror a Oompany Taxation Dxreotive $ Explanatory Memerahdﬁm;’ﬁ
point 11, _ : S . ' ,
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small . Bavers are generally reluctant for varlous reasona, to acqulre

 shares directly and prefer to invest, through the 1nterme&1ary of CIIs.

,74;

The fact that z CII acts as intprmediary‘hétween a distrihutjng

company and the final recipient of dividends raises par+1ca1av problems for

" the grantmng of the tax credit, These problems arise frum the fact that, in

the Gompany Taxaulon Ddrectlve, the graniing 01 the tax credit is ﬁub)ect

the oond1tion that the recimle"x is in principle liable %o tax on the dividends,

"whereas, in the case of a C[Iy the body receiving “he dlwxa@nﬂﬁ and the person

71¢able to tax are dxffercnt entitiess Similar problems arlse concerning the

tranafer of the rxght to set off the w1whh01d1nn tax, This 91tuat1on means that H\

‘ rules must be @Btabllahe& allowing ¥he transfer of this right and o& the tax

credit via the CII to the final remmem.; ‘Bacause of the spac:s.fa.c and hl,@'hlv

5“ "’

conplex ﬂ&ture of these’ problems, 1t was not pcssib]e to inc¢ude such rules

in the Company Taxa ion Dlrmctive@
TheBeJrﬁles'must meet the following re@uirements :

- they must bring the tax treatment of dividends veceived through the interme-—
diary of a CII into line as far as possitle with the tax treatment Of4diVifll

dends received by direct shareholders §

~ they must limit as fer as possible the sdministretive cemplications involved

for CIIs and their par%icipﬁnts .

= they must establis fair and &% raightforward procedures for financial compenw

sation between Member btatesm
L > .

In dealing with thig problem, the Commission was faced with the cnoice

between two’posaible solutions

- either propésing somplate harmonization of ﬁax~afrangements applying tG‘CIis‘;

' = ‘or Bimply proposiﬁg cgmmda ruies allowing %thz tax creﬁlt and the rlght to

set off the withholding tax %o be uwans?orﬁed to the final reciplent via the
CII» )

o s
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, : The considera.ble differences existing a.t present between tax a.rrange-»
ments applying to CIIB in the Member States rule out the first solution in the 7
short term. The Comm:.ssion ha.s therefore opted f,or the. second solution, namely

, limited hamonization aimed only at’ applying the prx.nclples of the Company o
k \;Taxation Directive to caaep,in which d;»lvid]ends a.reA redis_tributed by_a. CII,

e




',,only

II. COMMENTS ON CERTAIN ARTICLES

Artxcle 1

N

- Article 2 (2) of the Company Taxatlon Directive stlpuleted that the provisions |
7of that Directive do not conocern dlvidende that the final benaflclary recelves

through the intermediary- of investment funds or unit t:usts.,

Its provis1ons do, however. apply to income. ‘distributed‘to these institutions;

,unless otherwise stipulated in this Directive,’

'Artlcle 2 : , :

_ This Artlcle conta1ns a number of deflnltlons which call for the following comments

. =~ as regards CIIs, no Community deflnltion exlsts for tax purposes. The definition
 provided in Article 2 of the proposal for a CGouncil Directive for the co-ordina-

-t1on of laws, regulat1ons and administrative provisions regarding collective

' investment undertaklngs for transferable securities (1) ie too narrow to serve
the purposes of this proposal (see GeneraJ Ponsideratlons, paragraphs 1 and 3)°

' and it was therefore considered necessary to draw up a list of the CIIs which,
in each Member State, come within the scope of the Directive. The CIIs appearingf o
in this liet w111 nevertheless not be reoognlzed for the purposes of thls )
Directive 'unless they fulfil the following two conditions, ‘whioch are laid down Q;
in the Art1ole 2 referred to above : . 7
- the oap1ta1 must be raised by means of offers to” the pub11c H :
- the capital must be 1nvested in line with the prlnciple of spreading the .-

investment riske ‘ :

This 1lst may be amended by the Council avtlng by a qualzfled magorlty on a .
proposal from the Commission j

- ag regards the deflnltlon of ﬁiv1dends, the five-year limit on the perlod for
red;s»rlbntzon oy the CI{ wag iniroduced in order tc avoid complications of an '
administrative nature, A similar rule is aieo provided for in the Company Taxat101
blreotlve (Ar*tcla 12),

Article 3

Although iu principle e the Lond;tion of of*ets to the public has been retained,
there is nothing to provent Member States from asgreeing, on QLUhOﬂLu o aootzl
grounds, no*t to ‘apply this oonditlon.

() 07 No C 171 of 26 July 1976, ve L,
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;i; ;ga‘&hﬁmn? l S o o | v
| mis 9aragraph eatablishea the prinoiple wherehy it is the part:clpant in a CIL

T aw& **** ve entitled %0 the tax credit attaohed +to div1dends received and reﬂlstrlbubed ,
| ihe bII. The partlcipanﬁs must, however, fulfil the conditlons lald down in the

,spunj Taxation D1rectiva.

k ?gwxﬂgygp , | |
"g@ tax cradit may be transferred from the source State of the d1v1dends to. the par—
| umpants in a CII by two methods z \ ' ' ‘

ftﬁm exther by granting to the partxcipanta the tax credit of the source State; in whlch ;”
case the tax credit received- by the partlcipants would vary dependlng on the orlgln f¢
of the dividends w1thin tha Communlty ; ' ' = '

”;‘f]— or by granting to the partioipants in a11 cases only the tax ‘credit of the State lw
- of the CII ‘and by setting up a OOmpensatony meohanism at CII level B0 a8 te achleve
-~ the same end result. ‘ ' )

l.ThlB paragraph givea the Member States the option of app1y1ng elther of these two
.'methods.x,, ,

'14Paragraph 3
g fi\Th1s paragraph eatabllshes an important generdl rule whereby, a8 with the amount of ‘
ffrthe tax credit set off against the compensatory tax or the advance payment the tax 51
fcredlt attached to the divxdends redietributed by ‘a CIT is calculated on the basxe of

'ffthe dividends which it redistributes and not on the basis of the dividends which it
receivea. o R

';Artlcle 5 .‘

‘"‘;v By analogy with the provisiona of Article 4, this. Article eetablishes the right of

7';particxpants to set off the withholding tax aga1nst their personal tax and to recex#e
'bfj.repayment of any excess. o

Y

‘ iThe rate of the withholding tax applied to the dividends by the company d;strxbutlng
O ;theae dlvidends is always 25%. However, 1n accordance with the prov151ons of Article 6 |
the div1dend rece1vad by the particxpant may have been subject to two W1thhold1ng
‘taxes (or even more, if the dividend has been received through the intermedlary of
;more than one CII), though their cumulative ‘rate would always be 25%. Tt is for this

~ reason ‘that the withholding ta:: whioh the part:lcipant ia entiﬂed to set off is
d alwaya 25%» ‘

'

o’/‘/o’4 .
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 Article 6
redistritutions made by a CII ("Outpuf

Where withholding tax is charged on
order to evwvd the accumulatlon of withholm

~ withholding tex"), ihis Article, in
ding taxes, enables the withholding fax ovb&10u31y charged on fhe,dlvidends

(”nrpat wm%hholulng yax") to be set off ag"xnﬂt ’blb “output withholding tax's

g The non—repayment to the CII of any exbeﬁs i@ justified far two reaédns S

- 1t will allow the partlclpant to be enaltled {0 a Jetmoff of 25 aﬁ all times ¢
- it will not undermine the role of withholding tax,. which 13 to ensure a mlnlmum

level of taxation. :



N

» Article 7 ‘
* ¥ The purpose of this A‘rfibl’e is to appiy’ to dividends redistributed by a CII the

principlé laid down in Article 14 (3) of the Gompa.ﬁy Taxation Direrc'bive, whereby

° the State of the ditributing,com‘pany is free not to charge withholding tax pro-

vided that certain conditions are fulfilled.

Where the State of the CIT avails itself of this right, it is logical that the
amount of the "imput" withholding tax should be ‘repaid to the CII.

Article 8 oo

 Dividends received by a CII from a distributing company resident in the same State
+may not have been subject to withholding tax, because the State of the company

avails itself of the right provided for in Article 14(3) of the Company Taxation
Directive, Where such is the case, the State of the CII must impose a withholding -
tax of 25% on the redistribution of these dividends by the CII, so as to ensure

~ at least a minimum taxatione None the less, an e:xée'ption‘is made to this rule where

the conditions which had justified exemptzng the distributing company from mthholding
tax are also fulfilled when the OIT rediatributes dividends,

“Article 9 S | .

.The amount of dividends a CII may redistribute i8 normally lower than ’fhg amount

- of dividends it has received because of the its management costs, The purpose of

this Article is to make it clear that the amount of the tax oredit and withholding
tax which the participants are entitled to set off is alwa.ys calculated by referetice
to the amount of dividends redistri‘buted.

I
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Article 11

-Article 10 ’ . |
’I‘o meet the technical requirements of certaln Member States, this Article permits

replacement of the imputation system provided for in Article 4(2) and 6(1) vy an ar-

rangement whereby tax credits (Article 4) and “input" withholding tax (Article 6) N

are repaid to the CII and the compensatory tax,advance payment or withholding tax
is levied in full at CII level in the event of redistribution. |

. x

This Article, modelled on Article 12 of the proposal for a Company Tazahon Directi =

lays down the rules determimng the category and origin of income redistributed by
a CIT. '

Article 13

The information to be furnished by a CIT to the State in which i% is located and t
its participanfs may differ from one typ’e of CII§ to another. None the less, it mus’

>~ at least include the exact amounts of dividends, tax credits and withholding taxe

Article 14

Under this Article, the Stato in whlch a pa.rticipa.nt ig resident is entitled to ‘
receive financial compensat:.on from the State of the CII' ' (where different States ‘
are concerned) equal to the amount of tax credits and withholding tax which, on the |

basis of individual returns by participants, ha.s been set off against their persona‘

tax or, where appropriate, repaids

Article 15 o ‘ .
Paragraph 1
This Article governs the mat’cer of flnancial compensah.on between the State of

the CII redistributing dividends and the State of the dlstri'butlng company or, whex
appropriate, of the CII from whioh these dividends are dem.vedo
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For‘a&ministrative reasons, calculation of compensation is based not on individual
‘iﬁformation (article 14) but on the amounts of dividends redistributed, To cater
for cases in which such dividends are not taxed at the level of the final benefi-
ciary and in which,‘as a result, the State of the CII does not bear the budgetary
bbst of the set-off of the tax credit and withholding tax, a flat-rate abatement
v{ not more than 10% can be effected in respect of the amount of financiai'compep-

aatione

Paragraph 2

Where a CII holds an interest in another CII, there is ndthing to prevent ﬁheutax“
-~ eredit from being transfefred,'through the intermediary of both CIIé, to the final
participant, subjeﬁt to;adéquate'financial compensation being paide A CII deriving
. dividends from anothér CII may well decide, however, not to redistribute them,
preferring to accumilate them and thereby increase the capital gains that would
accrue to its participants, ‘ T | N

Under such circumstances, financial compensation is po longer justified and the
purpose of this paragraph is to dispense with suoh financlal compensation up to
the amount of non—redistributed dlvidends.

For reasons of administrdtive simplicitj; this paragraph is applicable only where
a CII's holding in another CII is at least 10%.

Paragraphs_. 3~and 4_.

These paragraphs lay down rules similar to those set out in the proposal for .a
Company Taxation Directive.

_ B . B i

Article 16
" This Article contains rules on7nonydiscrimination H .

(a) in respect of the State of the CII where income derived from other Member
States is concerned ; '

(b) in reepect of the State of the participant where distributions made by CIIs
of other Member States are concerned, |

~ Article 19 B
,'This Article corresponds to Article 19 of the proposal for a Company Taxation
Direotive, ite purpose being to pravent abusive praotices.
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Artlcle 20

In view of the link between this proposal and the proposal concerning the

harmonization of systems of company taxatlon,both texts must enter into force

;on the same dates The 1mportanoe of this has already been underacored by the

Economio and Social Commi ttee and by Parliament when they discussed the propo—
sal for a COmpany Taxation Directivea ‘

L S
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PROPOSAL FOR A COUNCIL DIRECTIVE

~on the application to collgbtive‘investment institufions ' ’ )
of the Council Directive Of eeceesesesesssess cCOncerning '
the harmonizat1on of systems of company taxation and of

withholding taxes on dividends . - ,

- THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the Buropean Economic ‘ Community, -
‘and in particular Article 100 thereof, - ‘ o

Having regard to the proposal from the Commission,
Having regard to the Opinion of the Economic and Social Committee,
Having regard to the Opinion, of the Buropean Parliamént,

Whereas the provisions of Council Directive eeosecesssssss OF .....;.;..;....

do not concern dividends that the final beneficiary receives through the interme—

‘ - “diary of collective investment institutions ;.

Whereas investment in séourities representing the capital of compani es, carried‘out
through the intermediary of collective inveetmeht‘institutions,‘ahould‘noﬁ'be pena=
lized, btut on the cbntrary should be encouraged whereas, in order to ensure fair
taxation and develop the share market, it is 1mportant Yo Bettle the problem of -

‘dividends distributed to these 1nstitutions and redistributed by them to their par—
ticipants 3} : ‘

Whereas, in order as far as possible to achieveeguality of tax treatment between -
dividends distributed by compépies to their shareholders and those distributed to
collective investment institutions and redistributed by them to their par%iéipants,
. it is important to make arrangements, for the benefit of participants in collective
investment institutiona, for the transfer of tax credits attaching to dividends
distributed by companiea and for the transfer of the right to met off and obtain .
repayment of withholding taxes charged on dividends - which such participants receive ..

!




‘-’V“ o | =2
Hhereas, because of suba%antlal dlfferencee ex:stxng at present. between the Member
States as regards the legal form of tﬁese instlbutlons and the tax arrangem@nts to
which they are subject, proviszon should be made fcrnmmethm1anezmﬁrﬂ of trarsferring
the right % ¢ obtain the tax credit and to set off withholding tax, with the chOLce Sy
'of m§thod being left to the indlv;dual Member State §_ ' ' -

BN

Whereas special ruies ahould be eatabiished for cases where leldends are: dlstrlbuted
~ to a collective invesiment inatitution or are redistributed hy it exempt from withhol—

ding tax H

Whereas the budgetary cost of the iax credit and of setﬁlng off the w1thhold1ng tax
should be borne by the Member State that has levied corporation tax on the profits :
from which the div1dends are derived and has charged withholding tax on their distri- -
bution ; whereas, for this purpose, financial compensation between Member States must
be pfov1ded for ; wheresds an exception to this rule must, however, ‘be made where a
collective invesiment instltution re&xatributem dividends to another collective
investment institution which holde at least 10% of its participations and which does

- not redistribute these dividends ; whereas, neverthelees, there need be no obJectlon .
. - to Member States,agreeing bilaierally to share this budgetary cost §

-

' Whereas, in- order to ensdre‘tax neutrality, it is essential that income’distributed
to a collective investment: 1nstitution and ‘redistributed by - it %o its participants

* should not be treated less fawourahly if it derives from another Member State than
if it is of national origin % ‘

Whereas the provisiona relating to d:viden&s dlstributed to oollective investment :
inst1tut10ns and.- redistributed by them to their particlpants must be applied by the ;,  o
- Member States at the same tima as the provisions of Council Dlreotive soessssess OF

ooooooooootoooo N

HAS 4D0PTED THIS DIRECTIVE :




is

. CHAPTER I

General provisions and definitions

Article 1 -

The Member States shall apply the provisions of the following Articles to income

redistributed by collective investment institutionse

. Save as otherwise provided in this Directive, the provisions of the Company

Taxation Direotive shall apply to dividends distributed to collective investment

institutions,

1o

Article 2
¥

For the pufposes of this Directive, the expression or the term :

=~ "collective investment inséitutions"; hereinafter called CIIs, means the

institutions referred to in the Annex hereto, which forms an integral part of this"

~ Direotive, provided that _their purpose is the collectmve investment of capital
raised by means. of offers to the public and that their operations are based
on the principle of spreading the invesiment risk ;

é~"CII of a Member State" means a CII which ia deemed to be resident in that State

for tax purposes $

- the”Company Taxation Directive™means Council Directive No seccososee Of s

‘= "dividends" means dividends within the meaning of Artiocle 2(1) or Article 7 of

the Company Taxation Dirqctive in the case of dividends received by a CII and the

- same sums less the costis incurfed;by‘the'CIIvin the caée of dividends redistribu—
ted by it, provided that they have not been placed to reserve for a period of
more than five years from the end of the aocounting period during which they

were received H

- "dividends which have not suffered w1thholding tax" means dividends from which,
in aocordance with the provisions of the Company Taxation Directive and the pro-—
visionse of this Dmrective, no withholdlng tax hae been deducted e1ther at distrie
buting company level or at CII }evel,or in the case of which, in accordance with.

"~ Article 7, such withholding tax as had been deducted has been repald to the CIT
redistributing the dividends ; ‘

- "dividends which have suffered withholding tax" means any other d1v1dends $

-A"distributing oompany means any company of a Member State, o%her than a CII,
vwhich distrabutes dividends.' ‘ R

-
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| 2. inidendé received Sy a CII which{¥pﬁrauant %o the laws of the State of the
CII, are attributed for tax purposes to the participante of the CII durlng |
the same year or in the follaW1ng year shall be deemed to0 e div1dends |
redistrituted by the CII, "whether or not an actual redistribution has been

N

‘made, .

3, The Council, acting by a qualified majority on a proposal from the Comm1881on, ,E[
may amend the Annex, ‘

Article 3

Notwithstanding Article 2(1), the Member States may agree among
themselves that the provisions of this Directive shall apply to CIIs whose
capital is not raised by means of offers to the public,,and_shall 1nform the
Commission accordingly, | R

CHAPTER II

Provisions relating to tax credit

Article 4

1le Any dividend which .a CII redistributes to its partlc1pants other than a CII
‘8hall confer on such participants, in accordance with Articles 4 and 5 of the
Company Taxation Directive, entitlement to a tax credit at the rate determ1ned,
in accordance with Article 8 of that Directive, by the State of the dlstrlbum’
ting company.

2+ Notwithstanding paragraph 1, the- Member State of the CII shall be free to
stipulate that the rate of the tax oredit attached to the dividends redistri— o
buted by the CII shall, in all cases, be that which it has itself fizxed in

accordance with Article 8 of the Company Taxation Directive, -

IT use ie made of thiwm optioh, the State of the CIT shall, when the djvidénds
are redistributed by the CII, levy & compensistory tax or an advance payment

equal {0 the tax oredit grented to the participants and shall agrant author1zation,*

for the tax credit atts Cﬂﬁd 4o the &LVﬂd%ndﬁ received by the CIT to be zeb off
against {his zompmnba.c&f tax or advance gaymant y out any excess shall rnut be
repayablea, '

&

3o In all cases, the amount of the 2an cradit @ttamheﬁ to the dividends redistributed

b hall | ' |
y & CIT mhall bhe caicuiatﬂd by refaransce to the amouut of such dividends,
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The same shalilapplj’to the amount of the tax oredit set off against the ;/
oompensatory‘tax or advance'payment, ’ :

CHAPTER III

 Provision8're1ating to-withholding tax

.Article_ 5

Any dividend which has suffered withholding tax and whlch a CII
redistributes to its partioipanta, other than a CII, shall confer on such
- partlcipants, in acoordance with Article 16 of the Company Taxation Directive,
the right to set off withholding tax equal to 25% of the amount of the dividends
any excess shall be repaid to them by the Member State charglng the tax against -
which this withholding tax is to be set off, ‘

+  Article 6

1, Each Member State shallkbe~free to charge a withholding tax on dividends
redistributed by the CIIs of that State., The rate of such withholding tax
‘shall not exceed 2%%. o '

' If use is made of this option, withholding tax of 250 shall be set off against
the withholding tax charged at CII lével, but any excess shall not be repayables

" 26 The set—off provided for in paragraph 1 shall not be carried out where the ‘
dividends have not already suffered withholding tax.

Article 7

Where a CII of a Member State, without itself being required o
deduct a withholding tax, redistributes to participants resident in that State .
dividenda which have already suffered withholding tax, the Member State of
the CII shall be free to repay such withholdlng tax, calculated at the rate
of 29%, to the CII, where one of the following two conditions is fulfilled :

~ the name and address of the participant of the CII and the amount
of the dividends received by him are automatically communlcated to
the taxation administration $ '

‘- the securities representing interests in the CII are régistered
" in the names of the holders, -




i ~4'-n
: Notwitﬁstanding Article 6(1), the Member State of the CII must charge
a w1thhold1ng tax of 257 where the- CII reﬂlstributes d;vidends whlch have not
suffered’ w1thholdlng tax. However, a Member State shall be free not to charge

‘withholding tax where such dividends are redistributed to residentsof that
Member Staté and where one of the following two conditions is'fulfil}ed H

- fhe‘namé and address of the parficipant of the CII and the amount of
the dividends received by him are automatically communicated N
to the taxation administration j ‘ '

. securities representing inferegts in thg-CIIlare registered in the

4.

Article 9

names of the holders,

| The amount of withholding tax which the participants in a CII are
entitled to set off or to have repaid shall be calculated by reference to the
amount of the dividends redistributed by the CII.»

The same'sha11 apply to ¢

~ the amount of withholding tax suffered oh dividends distributed to

the CII which is set off against the amount of the withholding tax L

payable by the CII $ _
=~ the repayment of the withholding tax referred to in Article 7

~ = the amount of the withholding tax referred to in Article 8,

]

CHAPTER IV

Provigions common 1o tax credit
and to withholding tax

= Article 10

1l The Member State of a CIT may replace the get~off arrangements appllcable o
that CII under Articles 4(2) and 6(1) by an arrangement whereby the compensutory
tax, advance payment or w1thholdlng tax ig levied in full and the tax credite or
withholding tax attachinp to dividends reeexved by the CII are repaid to the
latter, up to the amounts that counid have neen set off under those Artlcles.
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Any repaymerit made to;a CII pursuant\to peragraph 1 must be cancelled where

the dividends are not redistributed by that CII during the year in which the
repayment takes place or during the following year.

Article 11

For the purposes of this Dlreotive, dlatrlbutlons made by a CII shall be ‘deemed

0 represent

«~ firstly, dividends receivel by that CII either during the year in which the

distributions are made or during the preceding year ;

= then, where appropriate, other dividends_;

= finally, where appropriate, income of any other type, reduced by any 1osses

1ncurred.

For the purpoaes ‘of paragraph 1, the amount of dividends orlginating in each

- Member State shall be determlned on a proportional ‘basis, In the case of d1v1dende

1.

referred to in the second indent above,,the proportional basis shall apply to the
dividends for all years, taken together, ' '
Article 12

E&penaes and cosis that are incﬁrredﬂb& a CII'for the purpose of acquiring
dividendh and other receipte, including receipts from the disposal of fixed assets,

- and that can be directly attributed to a gzven oategony of receipts, shall be

2e

1.

2,

deducted from receipts in that category.

Expeneee other than thoae referred to in paragraph 1 shall be allocated in propor-
tion to total gross reoeipte from each category. '

Artiole 13

Everv CII of a Member'State must notify that State and its particlpants of the
~amount of the dividends redietributed and of the smounts of

tax credit and withholding tax that the partioipants are: entitled to set off
against‘pereonal tax,

Member States may enter into agreements on Ipeoial additional provisions Tregar—

ding the information thet CIIs are required tp furnish pursuant to paragraph 1
above, S




- -

Article 14

Where a participant in a CII, other than another CII, is resident in a Member
State ‘other than the State of the CII, the former Member State Bhall be entitled
to receive financial compensation from the State of the CII equal to the amount

of the tax credit and w1thholding tax which, pursuant to the provisions of thls ‘

Directive, it has authorized to be get off or has repaide

Articie 12

1, Where a CIi of a Member Staté redigtributes to its participants dividends re¢eived'

from a company or from a CII of another Member State, the State of the CIT
redistributing such dividends shall be entitled to receive from that other Member

- State flnanclal compensation equal to the amount of the $ax credit attached to

the dividends received by that CII and to the amount of w1thholding tax, Such
compensation shall be calculated by reference to the ampunt of dividends redigtri=-

buted by that CII.- . :
. ‘ ‘ o N

The Member State required to pay compensation may reduce the amount payable by

’up to 10%-

- 2. Notwithstanding paragraph 1, where the pérblcipant in the CII redistributing the -

dividends is another CII holding not less than 10% of the partlclpations in the

‘former CII, the financial compensation referred to in the above paragraph shall

3e

be paid only in go far as the dividends are redlstributed by the other CIIs

In the case prov1ded for in Article 4(2), the financial compensation referred

to in paragraphs 1 and 2 may not exceed the amount of compensatory tax or advance

payment levied at CII level.

4

1.

_favourable tax treatment %o income of any kind derived by a CII of that State

Member States may enter into bilatefél/agreementa which depart from the require-

ments of paragraphs 1, 2 and 3, provided that the rights of participants in CIIs, ’;

arising out of this Directive, are noi affected, °

CHAPTER V.

Provisions regarding non-discrimination

Article 16

. . 2 . . '
Save as otherwise provided in this Directive, a Member State may not accord less

from gnother‘Mgmber State than it ancdrda to income derived from a domestic
source, ‘ ' ‘
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2.

1.

The same provision shall apply where such income ig redistributed by the CII
to residents of the State of the CII.

Save as otherwiée'provided‘in this Directive, the Member State in which a par=-
ticipant in a CII of another Member State is resident may not accord less favou-
rable tax treatment to income of any kind derived from that CII than it accords

1o income der1ved from itse own CIIs.

Article 17

Subjéctlto provisions in respect of withholding tax rates in double taxation
agreements concluded between Member Stafes and non—member countries, a Member

State may not accord more favourable tax treatment to participants in the Clis

. of that State who are resident in a non—member country than it accords to. those

. 2e

1,

2.

_who are resident in a Member State. .

Thé Member States and the Commission shall cooperate niih each another with a
view to adopting a common position on this matier,’

~

Chapter VI

Transitional and final proﬁiaions
L Article 18

This Directive shall apply to dividends that have been distributed by a distri—
buting company after the dafe stipﬁlated in Article 22 of the Company Taxation
Direotive. It shall apply" to any other income received or redistributed by a
CII after that date,

By,way'of derogation from paragraph 1, Member States shall‘be free to apply
that paragraph either in whole or in part where dividends or other income have
been distributed or receivgd‘before the date referred to therein.

Where use is made.of this option, Articles 14 and 15 shall apply only where
bilateral agreementé’havé been concluded beiween the Member States concerned.
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Article 19

The prov151ons,of thzs Directive ghall net preclude the applica—
tlon of national prov1sians the purpose cf which is to prevent the
of a dividend from obtaining an unjunetified advantage and which make it

possible to refuse the set~off or repayment of the tax’ credlt or w1thhol&1ng |

901plent

taxs
Article 20

1, Member States shall bring 1nto force the lawe, regulations and admlnlstratlve
provzslons necessary to comply with the provisions of this Directive not
later than the date stipulate& in Article 22 of/the Company Taxation D;rective
2, Member States shall ensure that the texts of any further main prov181ons of
national law which they adopt in the field governed by this. Directlve are
kcommunicated to the Commiesion. '

Article 21

This,Directive‘ié addressed to the Member Stateé.

‘Done at 0000006008000, G88000sssses0S

For the Council.

The President N
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List of the collmotive investment inmtitutions '
referred to in Article 2(1)

[

BELGIUM - Les fonds commine de placement,
: De gemeenschappeli jke beleggingsfondsen
within the meaning of the

- Loi sur les fonds communs de placement du 27.3.1957,
Wet van 27.3.1957 betreffende de gemeenschappeli jke
beleggingsfondsen 3

_IENMARK H Investeringsforeninger withing the meaning of Lovbekendtgﬂrelsef
‘ nre 130 af 6.4.1967 om beskatning af medlemmer af investerings—
foreninger 3
'Certifikat—udstedende investeringsforeninger ;'
GERMANY : Kapitalanlagegesellschaften within the meaning of the Gesetz Uber
Kapitalanlagegesellschaften as last amended ; :
FRANCE : Société nationale d'investissement (SNI), referred to i
Article 208~1° of the Code général des implts ; -
Sociétés d'investissement ordinaires (SIOs) referred to in
Articles 208-1° bis and 208-2° of the Code général des imp3is ;
" Sociétés d'investissement 3 capital variable (SICAVs), '
" referred to in Article 208-1° bis A of the Code général des
imp8ts § )
Fonds communs de placement governed by Décret N° 571842 du
28 décembre 1957, published in the Journal officiel de.la
‘République frangaise du 29 décembre 1957 ; ‘ '
IRELAND : Uhit trusts within the meaning of the Unit Trusts Act 1972 ;
Investment irust companies ; : ‘
ITALY ¢ Le societd ed enti finanziari j
LUXEMBOURG ¢ ‘Fonds communs de placement and sociétés d'investissement

featuring on the official list of invesiment funds drawn up
by the Commissaire au contr8le des banques under Article IV(1)
of the Arr8té Grand-Ducal du 22 décembre 1972 ayant pour objet
le contrdle des fonds d‘'investissement ;

TR
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. NETHERLANDS

UNITED KINGDOM :

- ANNEX

Beleggingsinstellingen within the meaning of Article 28 of the
Wet op de Vennootschapsbelasting 1969 ; : T 7

Authorized unit trusts within the meaning of Section 358 of thr .

Income and Corporation Taxes Act 1970 3
Approved investment trusts within the meaning of Section 359 o! |
the Income and Corporation Taxes Act 1970. o S
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